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DIRECTORS’ REPORT 


To the Shareholders, 
AGNICO MINES LIMITED: 


Your Directors are pleased to submit the audited 
financial statements for the year ended December 31, 
1964, and also the report of the Mine Manager, 
which provides some details of mine operations and 
exploration results. The following is a summary of 
these reports, along with a general review of develop- 
ments since the end of the fiscal year. 


The year 1964 marked an important turning 
point in the operations of the company. Late in the 
year, the heavy exploration program initiated some 
12 months earlier, was productive of at least one, 
and possibly two entirely new silver producing 
properties. 


The first is the 407 Shaft property where a new 
mine has been confirmed and is now rapidly develop- 
ing into a main production unit of above mine 
average grade ore. While the “North Vein,” which 
was reached about mid-year from the existing 300- 
ft. level about 300 feet north of the shaft, provided 
a modest supplement to mill feed, this property did 
not become a significant factor in production until 
early this year. 


It was mid-January of 1965 that the crosscut 
on the new 365-ft. level reached the first of two 
major new ore zones indicated by previous surface 
and underground drilling, approximately 300 feet 
and 1,000 feet, respectively, southeast of the shaft. 
Lateral work, which has to date been confined to 
the ore zone located about 300 feet southeast of the 
shaft and on the 365-ft. level only, has shown a 
continuity of ore structure that is considered excep- 
tional for the Cobalt Camp where ore shoots are 
often quite short. 


The 36-1 vein and 36-4 cross vein have now been 
drifted for a combined distance of about 650 feet 


of continuous ore. A total of 17 holes were drilled 
in an area extending up to 1,500 feet by 1,000 feet, 
yielding 24 significant silver intersections. This is 
all considered potential ground. There are many 
silver intersections still uncorrelated and undevel- 
oped, but the first ore developed 300 feet southeast 
of the shaft suggests we will be systematically 
developing a complete network of silver veins as 
lateral work progresses. 


The original shaft on the 407 property was 
sunk by the Nipissing Mines back in 1925 with the 
bottom level established at 300 feet. At this horizon 
much of the earlier work was in the Nipissing dia- 
base which overlies the Cobalt sediments in which 
most of the recent discoveries in the Camp have 
been made. As a result of the drill disclosures to 


the southeast of the shaft, intersecting silver values 
in the apparently unexplored Cobalt sediments, a 


decision was made to deepen the existing shaft to 
open up two new levels, at 365 feet and 430 feet. 


There is an obviously big underground program 
to be carried out in this sector of the 407 property, 
requiring probably several thousand feet of lateral 
work to thoroughly explore and develop the area 
which is approximately defined as being 1,000 feet 
by 1,500 feet where the widespread silver values 
were intersected. We intend to equip this property 
for full-scale production this summer and it is ex- 
pected to supply 2,400 tons of mill ore per month 
by September, and 3,200 tons per month by Decem- 
ber. Preparation for this will entail a heavy devel- 
opment program on the new 365 and 430-ft. levels. 


The necessary surface plant can be equipped at 
fairly nominal cost, utilizing surplus hoist, sub- 
stations and other equipment from other units owned 
by the company. 


DIRECTORS’ REPORT (Continued) 


The influence of the ore drawn from the 407 
property in terms of silver recovery was demon- 
strated in the sharp increase of silver production 
from 52,918 ounces in January, to 87,209 ounces 
in February. In the first four months of this year, 
silver production totalled 312,099.60 ounces. The 
increase is directly attributable to the ore from the 
407 property, which for the most part was develop- 
ment rock. 


A very recent, and potentially very significant 
new discovery has been made on the 407 property, 
about 500 feet northwest of the shaft, and 30 feet 
west of the north crosscut of the old 300-ft. level. 
An exploratory hole, N62, intersected a high grade 
silver vein visually estimated to run better than 
6,000 ounces silver per ton across a three-inch vein 
width, at a distance 26.0 feet west of the crosscut. 
There was ruby and leaf silver in the adjacent con- 
glomerate wallrock extending for three feet on both 
sides of the vein. Another hole drilled from the 
same location and directed to the southwest, inter- 
sected 37.2 ozs. silver across 6.5 feet at 126 feet; 
and 12.5 ozs. silver across 3.6 feet at 136 feet. 


The crosscut has been extended to open up this 
new high grade silver discovery and on latest reports 
the vein had been drifted for a distance of 60 feet. 


CART LAKE PROPERTY 


The Cart Lake property was the second to 
respond to the heavy exploration program under- 
taken by the company beginning in late 1963 and 
continuing throughout 1964. The Cart Lake shaft, 
located about 3,000 feet west of the 407 shaft, has 
been rehabilitated and a new hoist installed. It is 
now ready for underground exploration and develop- 
ment. The program recommended for this property 


is an extensive one, consisting of a minimum 600 
feet of drifting and crosscutting, and 100 feet of 
raising, at an estimated expenditure of about 
$70,000. 


FINANCIAL 


The benefits of the long range exploration pro- 
gram are not evident in the 1964 operating results 
since there was no appreciable ore drawn from the 
407 property until early this year. In spite of the 
substantial increase in exploration and development 
expenditures, a balance between production revenue 
and operating costs was maintained, with a modest 
operating profit (before tax write-offs) shown for the 
year. 


During the past year, $380,000 in additional 
working capital was made available through a firm 
underwriting of treasury shares. 


As shown in the Mine Manager’s report, metal 
recoveries were moderately higher, due to improved 
extraction efficiency rather than any increase in ton- 
nage milled or grade of ore treated. The results of 
the heavy expenditures for basic exploration have 
naturally influenced earnings in 1964. This is now 
changing, as demonstrated in the silver production 
totalling 312,099.60 ounces in the first four months 
of 1965, which compares with 730,709 for the full 
12 months of 1964. 


The current average production rate is around 
85,000 ounces of silver per month, and it is expected 
that this will be progressively increased to an initial 
objective of 100,000 ounces per month during 1965. 
This compares with a monthly average of around 
60,000 ounces during 1964. Custom milling made 
an important contribution to operating revenues in 


1964, and it is planned to continue this policy of 
utilizing excess milling capacity until such time as 
it is required for our own mine operations. 


An application for the exemption from corporate 
income taxes, to which new mines are entitled for 
the initial three years of production, is now under 
preparation. There does not appear to be any reason 
why such an exemption should not be granted in 
respect to the 407 property. Since the 407 property 
is destined to be a main production unit, there are 
important tax advantages to be gained. 


Feasibility studies are still continuing to deter- 
mine the best way to obtain the maximum profit 
from mine tailings reclamation. The tailings stock- 
pile comprises about one million tons containing 
about four ounces of silver per ton. Test work has 
indicated that a 60% recovery by simple flotation 
without regrinding is possible. 


SILVER PRICES 
The price of silver remained stable at $1.393 per 
ounce in Canadian funds, or $1.293 in U.S. funds. 
It is generally conceded that the United States 
Treasury Department will make a concerted effort 


to maintain silver prices at the present level until 
the serious coinage problem has been resolved. The 
short-fall of new mine production over industrial 
consumption, alone, is an adequate basis to expect 
that silver prices will inevitably climb to higher 
levels. 


SUMMARY 
Your Company intends to continue a policy of 
maintaining exploration at a high level, progressively 
testing the very considerable ground owned in the 
most productive section of the Cobalt Camp. 


The Board of Directors acknowledges the effi- 
cient work of the technical personnel and mine 
employees, and the continued loyal support of 
shareholders. 


On behalf of the Board of Directors, 


“N. B. SHERIFF’, 
President. 


May 21, 1965. 


BALANCE SHEET — December 31, 1964 


(With comparative figures for 1963) 


ASSETS 


CURRENT ASSETS: 


Cash |. oss wih Sis) cnet AR ee > 4 eligi aig Meier) lees ie ere 
Short-term deposit.) : 6 g.s.2 6404 2 wen © acetal ce eee lee « eee ee 
Smelter settlements outstanding and concentrates in transit, at estimated net realizable value .. 

Concentrates and high-grade ore on hand, at estimated net realizable value .................. 
Accounts receivable; 24:i% a 92 on te eect eke ee ae shee oo 
Supplies, at cost... cede s baw She pee ee ae ne oe Gnesi een ae SR te 
Prepaid expenses... iis ee ire Gielen e cee teed oho sw ieele Pateeles Bye ote eine en ee 


DEPOSITS: 


Other occ dik 6 be eh cee eee 4 a aiecle be ale w coleeg ci ces eu stuetee Fe tne alc cette eine eaeciOnea 


INVESTMENTS IN WHOLLY OWNED SUBSIDIARY COMPANIES, AT NOMINAL VALUE (note 1) ...... 


FIXED ASSETS: 


Buildings, machinery and equipment (note 2) ../...5.....:...02. 1495). oe 
Less Accumulated depreciation .. . .. n.. 5525 <5 ees pee se 2 en 


Mining properties (note 3) «0. 66. ob. ee Ge eee ee 4} con eo er , 


DEFERRED EXPENDITURES: 


Operating 2 ee ya ee ete ee pe ge coe a enc 
Development |. 2... os 66 SIR 5 eee bs Sy ee eo i eae ee oO Sa eee 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts payable and accrued expenses. .... 0 .........-4. 54-03 
Royalty mcome received in advance «2.3... 2... 20. ns ne ee 


SHAREHOLDERS’ EQUITY: 

Capital stock (note 4): 
Authorized, 5,000,000 shares, par value $1.00 each 
Issued, 3,434,327 shares (2,834,327 shares in 1963) ..2...-.2.. 3) ee 
Less Discount thereon... 0 44..¢60.5 fe. 65 56 he ae rece s ee 


DEFICIT .. see ek Soe ee ee oe ee a ee eee eee chm 


AGNICO MINES LIMITED 


Incorporated under the laws of Ontario 


1964 AUDITORS’ REPORT 
eo To the Shareholders of 
271,391 AGNICO MINES LIMITED: 
20,038 
T1778 We have examined the balance sheet of Agnico Mines 
31,369 Limited as December 31, 1964 and the statements of 
8,867 income and deficit for the year ended on that date. Our 
676,197 examination included a general review of the accounting 
3 procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the 
Bescs circumstances. 
18,671 In our opinion the accompanying balance sheet and 
> related statements of income and deficit present fairly the 
financial position of the company as at December 31, 1964 
and the results of its operations for the year ended on that 
1.560.930 date, in accordance with generally accepted accounting 
V ee 4 principles applied on a basis consistent with that of the 
eae preceding year. 
91,396 
328,561 Our examination also included the accompanying 
419,957 summary of changes in financial position which, in our 
Seo enrnegael opinion, when considered in relation to the aforementioned 
8 136 statements, presents fairly the changes in the financial 
181,167 position of the company for the year ended December 31, 
=e 1964. 
) 189,303 
| $1,304,130 THORNE, MULHOLLAND, Howson & MCPHERSON, 
Chartered Accountants. 
Toronto, Canada, 
119,593 February 3, 1965. 
6,915 
| 126,508 
Approved on behalf of the Board: 
3,434,327 PAUL PENNA, Director. 
| 1,053,650 3 are aga! 
2,380,677 C. MARSHALL HAMES, Director. 
1,203,055 
77.622 
$1,304,130 


The accompanying notes are an integral part of this statement. 


NOTES TO FINANCIAL: STATEMENT 
Year ended December 31, 1964 


1. SUBSIDIARY COMPANIES: 
The accounts of the subsidiaries, Cobalt Properties Limited and Medusa Mines Limited, have 
not been consolidated herein because they are inactive. 


2. BUILDINGS, MACHINERY AND EQUIPMENT: 


Buildings, machinery and equipment are valued on the basis of an appraisal made by 
Dominion Appraisal Company Limited on May 8, 1953, with subsequent additions at cost. 


3. MINING PROPERTIES: 


Mining properties acquired at the time of incorporation of the company are carried at a 
nominal value of $1.00, with subsequent additions at cost. 


4. CAPITAL STOCK ISSUED: 
No. of shares 


and Discount 
par value thereon Net 
Balance at beginning of year ba eee BP Pe ee OR 2,834,327 833,650: -2,000;677 
Add Shares issued during year, for cash .............. 600,000 220,000 380,000 
BALANCE AT, END: OR YEAR C#e, «he eee $3,434,327 $1,053,650 $2,380,677 


5. SUPERVISION, MINE OFFICE AND GENERAL EXPENSES AT THE PROPERTY: 


In 1964 the company began distributing supervision, mine office and general an at the 
property to mining and development, milling and transportation of ore. 


6. REMUNERATION OF DIRECTORS: 
Remuneration of directors, as such, amounted to $600 in 1964 and $2,275 in 1963. 


STATEMENT OF INCOME 
Year ended December 31, 1964 


(With comparative figures for 1963) 


REVENUE: 


Production of metals 


ef Yo veneer ey es lerutenisl oilers.) cis) :6ael eo Ueielce, Ke) else:-6- 010.8: Salpiell ste) le) Peinvopis) (bo /elhis! 


CMO SOMO EPO xt ONOerd Get O or 0, ie CeCe Oe DMC Dei) OD eh Peron gt D 


Sr ustOlt ailing warn, eee nie ot ee te. Yee ea es 


COV AICy MICO) cima en foe Tarte sein vid) eared Ocho eaein eee at ahael 


OPERATING EXPENSES: 
MINT CRATE VCIODIDCHE etre ate vem c Cae Sieh ewe Meta GLa 
1S PULTE Ms oe Oye Seu. |S eer ee et ee ee Ce De RE ae en 
PEransPOrtaiOMOlwOres Perea ie Mey 2, ete eh an aan chee 
ROValtyeexPChSe tas Mn cet ere ct Rg ice Re esa ees 
Supervision, mine office and general expenses at the property (note 5) 


FA GITNINSCEALIOUL Re Sr ee eine Ne ene eas ie ne be 


acomren(1OsS))pDekOre Cepreciatlon nate rats tern loin ates a to 


PDC DL CCIALION wa ye orci gala to hu eae wks Sebald Rn dier copes Poona ca aneh inet 


INE TMNCOMEN(LOSS SFOR: YEAR © oy ok Sure meant! boo See ye ee eee eee 


STATEMENT OF DEFICIT 
Year ended December 31, 1964 


Deficit at beginning Of Weare bid), a eee wren Gk ky cree 


INGE INCONIC AOL VEAL sewed t Ui 0 ats ye ee aed beeen aed hy ae eee 


POE EIGVELA Tr IND OR FLIED Re eae, co whe OL aad eT te OR en ne Uno Saale elas 


127,956 
18,460 — 


1,065,973 944,469 


716,140 56; 
208,194 | 


40,095 


"7,024,196 9 


41777 
39,144 


1,205,688 
2095 


$1,203,055 


SUMMARY OF CHANGES IN FINANCIAL POSITION 
Year ended December 31, 1964 


1964 Variation 
Current aSSets ois hoes P ieee nic 6 ct ln eee eee 676,197 273,842 
Current. Habilities+#. 2) IS oa oe Se eee 126,508 (45,765) 
Workinie- capital 23 beh 4 en, we a at ke Spee rae 549,689 228,077 
Deposits ich eins oes 5 cei 4 cle Mee eae eee 18,671 (625) 
Investments in wholly owned subsidiary companies .......... . 2 
Fixed iasséts .( net esc. -5< Beck te sci ae a ee 419,957 (25,976) 
Deferred “expenditures: 4) s5. ane te pee eee ae 189,303 13152 
SHAREHOLDERS -EQUITY Afternic 2 oe $1,177,622 $ 382,633 
Represented by: 
Capital stock’ )a dics, sere ues See oe ee 3,434,327 
Discount thereon 4a 4 ee eee 1,053,650 
2,380,677 
Def Cit oi ee Re Ee ay, lee 1,203,055 
S1S177 5022 
The increase in working capital, amounting to $228,077 as shown above, is the result of the " 
following factors: 
FUNDS MADE AVAILABLE: 
Proceedssfrom issue of capital Stock”... ene 380,000 
By operations: 
Netsincomie for year. 20... na ee PO 
Add Depreciation, which does not involve an outlay 
Of funds «3c. See a voah eae cae eee 39,144 41,777 
Reduction of power contract.deposits. 739 1. 625 422,402 
FUNDS APPLIED: 
Deferred expenditures 7-0. ee 181,157 
Additions to fixed assets, less proceeds from disposals .............. 13,168 194,325 


RESULTING INCREASE IN WORKING CAPITAL .................0000--0-. $ 228,077 


MANAGER’S REPORT 


The President and Directors, 

AGNICO MINES LIMITED, 

Suite 201C — 62 Richmond St. W., 

TORONTO 1, Ontario. May 11, 1965. 


Gentlemen: 


It is my pleasure to submit the following report for your consideration. The report covers your 
Company’s operations in the Cobalt Area during the fiscal year ending December 31, 1964, together with 
a brief coverage of developments in 1965. 


PRODUCTION 


The main source of our production continued to be the O’Brien and Lode-Christopher properties. 
Although several high grade shoots were encountered at these properties, the average grade of ore mined 
remained relatively low. Development work at the Nipissing 407 property provided a modest additional 
tonnage of better than average grade. The progressively increasing volume of ore from Nip. 407 only 
became a major production factor early in 1965, 


The average monthly production of 60,000 ozs. in 1964 has been steadily increasing in 1965. 
Custom milling continued throughout the year and provided an additional source of revenue. 


The following resume is a comparative summary of the main production items: 


METALS PRODUCED 1964 1963 
SiVEEs COUNCES ii cet oe rare tr en S ead Ee 730,709 d 10,772 
Gobale COOUNCS )iite tent oriy (MR OE ci eas waka tm Ares 92,107 13,320 
GODPCr ( POUNUS IG ater 1 Hen ta ak eee at ae 107,318 80,726 
Nickels (POURCS ara © yang ees bart kn os Pi ima se 22,974 19,417 


MINING AND MILLING FACTORS 


‘ons: broken). os: Sepa ols mt oe a ok 71,633 TOs o2 
PONG MOIStE yey 8 i: 8 ee RMN Cr RPE wed votater ena 70,382 67,157 
shonsmilleda CA onico ) samen) Pee a as cs 71,489 67,210 
Calculated head ounces silver per ton ............. 11.18 11.64 
Recovery ounces: silver perstOn ase she es 10.21 10:57 
Extraction efficiency [peer 222 ae 1S eee 91.32 90.82 
Gustom: Ore milled ONS: Yoc.c0or eee ees Beet ks 33,703 9,542 
POCA Ore MUuleGy 5 oh eh cious ae eR cs 105,192 TO D2, 
Gross: Value of: metals sold. ki.5. ma ec: aes $998,512.51 $953,949.49 
Gross value per ounce of contained silver .......... Sie37, $1.34 


Average price per ounce of silver paid for ........ $1.39 $1.39 


EXPLORATION 

Generally speaking our expanded exploration program was highly successful in 1964. At 
Nipissing 407 at least two major silver zones were located in virgin ground by underground and surface 
drilling. At the Cart Lake property surface drilling obtained high grade and medium grade silver 
intersections in a completely undeveloped area. At the O’Brien and Lode-Christopher property short 
hole diamond drilling and exploration of known veins continued to locate new silver zones and maintain 
these production units. Exploration of the Ibsen Mayfair Professor units has not provided any 
encouraging results to date. 


DEVELOPMENT 


O’BRIEN — New silver zones were located above the 1st level in the west section of the property, on the 
the 1st level just south of #6 vein system, in the #16 shaft area at the 4th level and the 49 vein zone of 
the 5th or winze level. All these zones were developed and provided the basic production from this unit 
in 1965. It was necessary to re-equip the main winze and rehabilitate the old workings to reach the ore 
on the 5th level. 


LoDE-CHRISTOPHER — Three basically new ore zones were located and developed on this unit during 
1965. These zones are near #15 vein above the 500’ level and 4400 and 4700 veins about 50’ above 
the 400’ level on the Christopher and 4200 vein starting 30’ above the 400’ level of the Lode. 


NIPISSING 407 — Silver ore was first located in the north section of this property on the 2nd level and 
this was entered and developed about mid-year. Coincidental with this work, two major ore zones were 
located, the first about 1000 feet east and the second about 300 feet east of the shaft. The decision was 
taken to deepen the present shaft to provide two new levels at 365 and 430 level horizons. This deepening 
was completed late in November and crosscutting on the 365’ level entered the first ore zone in mid 
January 1965. Subsequent development has fully confirmed the probability that this property will be a 
major silver producer. 


CaRT LAKE — This new silver zone was located by surface drilling, late in October, about 500 feet south 
of the old Cart Lake shaft. An access road was built and a contract let to construct a headframe, hoist 
house, and rehabilitate the shaft. This will provide us with access to this newly found ore and the adjacent 
86 shaft workings. Cart Lake could quite possibly develop into another production unit in 1965. 


The following is a tabulation of exploration and development in 1964. 


1964 Unit 1963 Unit 

Footage Cost Footage Cost 

Shaft Sinking... 20 20) pee 117 $236.23 = at 

Crosscuttine & Dritting 4s 6,031 24.89 4,108 $17.97 

Raising Meet] cen tee ee 3,594 16.20 2,150 12.93 

Diamond! Drilling)(W:G)) geen ee 51,895 3.42 42,390 3.31 
Diamond Drilling (Surface) ........ E7637 3.68 — a 

GENERAL 


BUDGETARY CONTROL — Every effort was made to carry out a strong comprehensive exploration and 
development program for new ore within the limits of our production revenue. 


SPECIAL EXPENDITURES 


Basic special expenditures in 1964 were: 
At Nip 407, shaft house, ore bin, temporary dry and 117 feet of shaft deepening were completed. 
At Cart Lake —a new headframe, hoist room, shaft collar and access road were constructed. 


MILLING — A modest expenditure in equipment and circuit adjustments provided a saving in power 
cost and improved the value of our concentrates. 


LABOUR RELATIONS — Effective Jan. 1/65, the wage rate scale was increased by 4¢ per hour on all 
classifications. 


LEASES — During 1964, the Penn Canadian and Temiskaming property leases were maintained in good 
standing by the Lessees. The Gilgreer property lease was in default. 


CONCENTRATE TREATMENT — Our silver concentrate and crude bullion shipments were processed by 
Cobalt Refinery and Noranda Mines under satisfactory tariff arrangements. 


CoBALT OrE — About 1,500 tons of stockpiled cobalt ore were milled and the concentrate sold at 80¢ 
per lb. of contained cobalt. Although there was considerable interest evident in purchasing cobalt, there 
is not yet a market at a price high enough to allow Agnico to mine its extensive cobalt zones for cobalt 
alone. 


I very much appreciate the work of our employees, staff, Board of Directors and Mother Nature 
who have cooperated so effectively as to provide Agnico with a bright new future. 


Respectfully submitted, 
AGNICO MINES LIMITED, 


J. E. ARMSTRONG, B.Sc., P.Eng., 
Manager. 
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